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Outlook 


1977 was a record year for your Company. Net income was $4,429,130 (1975 — $709,247) 
after providing for an extraordinary item of $250,610 representing a capital gift to local school 
boards net of applicable deferred tax. Earnings per share before the extraordinary item and 
after payment of preference share dividends were 69¢ and after the extraordinary item and 
payment of preference share dividends were 64¢ per share. In 1976 provision was made for 
deferred income taxes of $1,733,834 (1975 — $732,333) which resulted from timing differ- 
ences in calculating income for financial statements and income tax purposes. This excellent 
earnings performance resulted from good fibre production, higher mine ore recovery and 
sound cost control. 

Your attention is directed to the attached audited financial statements and the five year finan- 
cial Summary. 


Preference dividends were paid in 1976 in half-yearly instalments in July and December. A 
dividend of 8.1¢ per Common Share (1975, 7/4) was paid in December, this being the maxi- 
mum permitted under the Federal Anti-Inflation Guidelines. 


Operations and repayment of school board notes generated $7,803,096 and long term bank 
borrowings (net of current portion) an additional $7,500,000, totalling $15,303,096, against 
which funds were expended for; purchase of fixed assets $1,268,629, preference and common 
dividends $1,048,761, and redemption of preference shares $12,505,800. Working capital at 
the end of the year was $3,707,353. Earned surplus after the adjustments referred to in notes 
1(f) and 3 to the Consolidated Financial Statements increased from $4,197,910 to $7,578,279. 


Following approval at a Shareholders’ Meeting on December 2, 1976, all of the outstanding 
125,058 4%% Preference Shares of a par value of $100 each were redeemed on December 31, 
1976 out of funds derived from working capital and bank borrowings. This will enable your 
Company, based on its projections for the next three years, to pay substantially increased 
Common Share dividends, subject, of course, to the Federal Anti-Inflation Guidelines. 


In December, 1976, your Company arranged $10,000,000 in additional bank financing to 
augment working capital and complete the redemption of the 42% Preference Shares. The 
additional borrowings, which are evenly divided between a term loan and bankers’ acceptances 
carry a maximum interest rate of 1.5% over the Company’s bankers’ prime rate, are repayable as 
to $2,500,000 in each of the next four years commencing in 1977, may be prepaid at any time 
without penalty or bonus and are secured by a floating charge on your Company’s assets. In 
February, 1977, the current portion $2,500,000 was converted and added to your Company's 
operating line of credit resulting in reduced interest charges. 


Production in 1976 was 84,446 tons of fibre valued at $31,790,277 compared with 69,600 
tons and $21,389,973 in 1975. During the year 98,124 tons were shipped (1975 — 63,787 
tons). 


You are referred to the Report of Canadian Johns-Manville Company, Limited which is at- 
tached hereto. 


In February, 1977 Mr. William Lyall, Production Manager, lost his life in an automobile accident. 
His contribution to your Company was substantial. We extend to his family our deepest 
sympathy. 

As you will see from the accompanying notice of shareholders meeting and information 
circular, management proposes to increase the number of directors of your Company from 
nine to ten and to nominate Andrew C. Crosbie to your board of directors. Mr. Crosbie’s 
business experience will contribute greatly to the direction of your Company’s affairs. 


1977 is expected to be a good year. 
All engaged in your Company’s operations made possible the results achieved. To each is 
extended deep appreciation for a task well done. 


On behalf of the Board 


12 ie 


Chairman of the Board and President 


March 7, 1977. 


Report of the 
Manager 


Production 


Pit Equipment 


Mining 


Ore Reserves 


Crushing, Drying 
& Milling Facilities 


Environmental Contro/ 


To the President and Directors of 
ADVOCATE MINES LIMITED 


The manager of your operations at Baie Verte, Newfoundland, reports hereunder for the year 
1976, 


1976 1975 
Dave Operated seam camer uO kek ew ol mae s 343 342%, 
MOMGIA- 2OaL fOGUCeC meter aes ents = fl.t eke 72,883 56,100 
OMS p= Ome ROCCE Ce ekcin Cree iet BS han tice lee cue 1563 13,500 
Concentrated" OresMilledest ie haw Pee pal Spee ed Bs 1,531,500 155075342 
CS PCTS) ey a ec ona eg Are Fl 2,080,200 2,444 841 
@remlOrotOCKDiler embers kara on or meee 577,500 364,700 
GresiOMmmsotOCkolle®, «ee ys at ae ee 586,500 174241 
WAV ee OUI UPE TO Gem, Munecaicg Pade Re Gy Rte Ae ee a 8,933, 200 7,646,300 
VVASTeR ROT HOAC Git. Sa. la Amneeie eet c oi Alc hate oes 469,500 509,700 
WV ASTOR Ox One sat lOe 1 ker on tw Se eects ely ney ae Aroel 2eo: | 
RECOVER aVIIG LONG th Ree tots Cbs eee ok othe Cink 4.06% 2.85% 


The program of conversion to larger mining equipment, which was started in 1975, was accel- 
erated in 1976. Equipment received included 12-100 ton haulage trucks, 2-11 c.y. electric 
shovels, 1-15 c.y. front end loader, and 1-bulldozer. The trucks were put In operation from 
February through October, while the shovels were not operational until late in the fourth 
quarter. All this equipment is on lease purchase agreements. 


., Major rebuilds of electric shovels resulted in lower than expected shovel availability during 


O76: 


At year end, operational pit equipment included 2-11 c.y. electric shovels, 4-8 c.y. shovels, 
2-4%2 c.y. electric shovels, 12-100 ton trucks, 11-50 ton trucks, 6-bulldozers, 2-rotary drills, 
and 3-front end loaders. 


During 1976, the major mining was concentrated in the North pit. At year end, practically all 
of the ore available for mining in 1977 will be in the North Zone. Ore grade has improved at 
depth and most of the future ore mined from the North pit will not require a blend of high grade 
from the West Zone. 


In the West Zone, most of the high grade ore, that was developed in 1975, was mined. The 
higher pit ore recovery in 1976 is a reflection of this. 


A five year mine slope investigation program was initiated. The object of the program is to 
determine the optimum design of future mine slopes. 


At December 31, 1976 reserves amounted to 48,672,000 tons. Again this year a substantial 
amount of ore, 652,000 tons, was mined from areas that were previously outlined as traced 
fibre zones continguous with the main fibre zones. 


The replacement of the three 40” impactors in the secondary crushing circuit by a single larger 
unit was completed. The new unit has operated for six months with little maintenance cost to 
date. 


In addition to major projects referred to under Environmental Control, a number of other projects 
were undertaken to improve environmental conditions and housekeeping. These included 1) 
installation of additional troughing idlers on crushing and milling conveyor belts; 2) replace- 
ment of dust control equipment on paddle trommels; 3) replacement of double leaf pressure 
packer gates by single leaf gates; 4) by-pass of the extra oreconcentration circuit in the second- 
dary crushing building; and 5) installation of equipment to convey pressure packer overflow 
to storage. 


Emphasis on the improvement of dust control was continued in 1976. All projects were 
carried out in close liaison with environmentalists from both the Federal and Provincial Govern- 
ments and Johns-Manville Corporation. 


The program for control of dust emission to the atmosphere from the Primary Crusher, Secon- 
dary Crusher and Drying Building and Mill Tailings is progressing favourably. 


Shipping 


Personne! 


General 


In the Primary Crusher, the design has been completed and the material ordered for a bag 
collector which will be installed early in 1977. Also, engineering and design was started in 
1976 for a bag collector to collect dust from the hot and cold stacks in the Secondary Crushing 
and Drying Building. 


Considerable progress in supressing dust on tailings has beeh accomplished by the addition 
of water at transfer points on convenyor belts. 


All dust monitoring stations were maintained at acceptable dust levels. The Government maxi- 
mum level is presently set at five fibres per cubic centimeter. Most of the stations are now under 
two fibres per cubic centimetre. 


1976 was an excellent shipping season. 82,454.15 tons of A-25 fibre and 15,670 tons of 
A-35 fibre were shipped for a total of 98,124.15 tons. 


At year-end, fibre inventory was 7,194.35 tons of A-25 and 1,196.00 tons of A-35. 


Investigations are being carried out on improved shipping methods. 


At year-end, there were 528 employees of which 72 were staff and 456 hourly. During 1976, 
eight apprentices graduated as certified journeymen and nine employees joined the plan for a 
total apprenticeship enrollment of 38. 


1,102,594 manhours were worked with an accident frequency rate of 17.2 per million man- 
hours worked. 


The Company continued to maintain good relations with the Union during the second year 
of the Collective Agreement which expired December 31, 1976. At year end negotiations were 
in progress on a new Collective Agreement. 


The Company is participating with the Union in the implementation of a new job evaluation 
method (Cooperative Wage Study) which was negotiated in the last labour agreement. 


Dr. Irving Selikoff and his Mount Sinai medical group visited the mine to carry out a study on 
the effects of asbestos dust on the health of the employees. The study was sponsored jointly 
by Johns Manville and Mount Sinai Hospital. The results of the study have not been released 
to date. 


The participation of a Union employee in the collection and analysis of dust samples has 
boosted employee relations in the environmental control area. Also, improvements in em- 
ployee relations and attitude has resulted from paving the mine access road and all plant areas. 


The Manager of your mine is very pleased to acknowledge the cooperation of the Directors 
and Officers of the Company during 1976. 


Respectfully submitted, 
CANADIAN JOHNS-MANVILLE COMPANY, LIMITED 


an 


J. R. M. Hutcheson, 
Chairman of the Board 


ADVOCATE MINES LIMITED 


Consolidated FOR THE YEAR ENDED DECEMBER 31, 1976 
Statement of (with comparative figures for 1975) 
. 1976 1975 
Earnings Valle Ol nore OhOdUCeCE went myMeinn oe 2d ret, era $31,790,277 $21,389,973 
BESS ae eS a 
Denar GE COS( Soin tna seme eerie ot fae Es Lg $22,410,527 $18,136,998 
WL ORGS temeee ence ates tree Winey eee atm fbf. AN Peete 57,298 294,963 
De Pleclallonsomecuipmentae mast. teee ome ee eee 970,000 850,000 
Amortization of mine development costs............... 115,000 115,000 
EXP Onatloneexpensess arse Solishs Aion ke oseety OM cts eos 75,606 65,821 
$23,628,431 $19,462,782 
Net earnings before taxes and extraordinary item........ $ 8,161,846 ep Paretlel 
Provision for income and mining taxes 
LUTTM =. 3 a ae tes ea eke OR Oe SP id48,272 SL Oo-Oo7 
Dele Cpe ees ec bare el fone oth er MANE Rhea he oy 19835834 7325365 
$ 3,482,106 St8e 9322170 
Net earnings before extraordinary item................ $ 4,679,740 $ 995,021 
Extraordinary Item 
Capital gift to school boards, net of applicable deferred 
taxes Olae to os000 0197 5:—— -S175,152)0 2 en ae ee hoes ___260,610 285,774 
NetcaninlnG smOletiesVCalpase ac caniae dt cateas oats S spot wt eo $ 4,429,130 $ 709,247 
Earnings per common share after providing for preference 
dividends earned of $562,761 (1975 — $623,511) 
Net earnings before extraordinary Items............... $ 69 $ 06 
"Net SoM SaOMUe VY CAs aan eee ee hoe las eee en oy $ 64 $ 01 
Consolidated 
Statement of 
Retained 
Earnings FOR THE YEAR ENDED DECEMBER 31, 1976 
(with comparative figures for 1975) 
1976 1975 
Balance, beginning of year 
ASEDLOVIOUSIVareDONtCC eran, montane el iawn votinne © actu merute ei: 5s $257410,9 10 SHOre 7 O14 
Adjustment of prior years’ deferred mining taxes 
(IN Glew CL Ie) Sse kat nano Neues Siok yaks egs Antu ys (FI 5000) (775,000) 
Adjustment of prior years’ deferred income taxes 
CINGICN SMe comin ar ei a Ags cee lcaatlnh ONE accel 5 Reha ___ (438,000) —__ (438,000) 
PNSSOSTATCC CMe area aah Cae am Prr ins SNORE Rta ie wuts 4,197,910 $ 4562,174 
NieteCannniGSi ric ciate a Cie cts CI teh pease dees et oe 4,429,130 709,247 


$ 8,627,040 SrA | 


DIVIDENDS PAID 
Gt OreriC On eee teeta te SIR Tat A eee tas oe ne Brae S 562,761 STPLO2 Son 
CRC eee ae ea ate eo en Pea a ae 486,000 450,000 


$ 1,048,761 22 10/73,01 


Balance emencro ye alcn clea ole cere aie Res S)7-576,279 Se Aloe 


Consolidated 
Balance Sheet 


ADVOCATE MINES LIMITED 


(Incorporated under the laws of Ontario) 


DECEMBER 31, 1976 
(with comparative figures for 1975) 


ASSETS 
CURRENT ASSETS 


ACCOUNTS FeCEIVaD lem aan ae ne nan 


Fibre inventory — at net realizable value (Note 1(b) )..... 


Stores and supplies — at cost 


Prepaid expenses 


MINING PROPERTIES AND RIGHTS — AT COST (Note 2) 
FIXED ASSETS 

Property, plant and equipment — at cost (Note 1(c)).... 
Less: Accumulated depreciation 


OUFERSAS SEs 
Advance to school boards 


Mine development costs less amounts written off 
(note: 1. (d)" ) yh og ee eee ee eee 


Approved on behalf of the Board: 


Bic 


f / | Director 


1976 1975 
$ 2,849,084 $ 165,660 
5,160,208 5,232,583 
2,982,415 6,421,145 
3,235,826 2,418,594 
119,223 38,144 
$14,346,756 $14,276,126 
§ 75,000 . .$: S7eooo 
$24,745,710 $24,327,021 
9,322,259 8,894,705 
$15,423,451 $15,432,316 
ae $ 401,238 
2,392,595 2,507,595 

$ 2,392,595  $ 2,908,833 
$32,237,802 $32,692,275 


LIABILITIES 

CURRENT LIABILITIES 

Bommroans —— secured (Note.4) 2 Ge ee ee 
RNOSO MLS OAV AIC ecg, co Reece yas Ys WR teed oy ek 
Moeome amd.miming taxes: Payables 0. fg ec eo os 
PierceilamcOus taxes Payable .e%s..ci- ene eon Me Sees oe 
Redemption of preference shares.................5.. 


SUiremaportion-oniong term debt. . 2.4) a... beg ein ews 


Boncerciin Debt— secured (Note 4)... oe. ee es 
Be comlaxes (Notes (1) -and3): 0. eva g es x os 


SHAREHOLDERS’ EQUITY 
Capital (Note 5) 
Authorized, issued and fully paid 
(1975 — 125,058 4%% cumulative, redeemable 


prererence shares of STOO par value)... . 2.0. eee. 


GOOCO0ONCommeon shares of $1 par Vallie. =)... 2... 


Bess mhIscountwoh. COMmOon siares. - sees 2 


Reta GC CME OK GCS same ante ee CU naea ee ene el fat 


The attached notes form an integral part of these financial statements. 


Auditors’ Report attached 


232,201,002 


1976 1975 
$ $ 6,630,000 
6,070,796 4,014,600 
633,937 190,843 
234,670 176,436 
= 36,800 
2,500,000 -- 
$10,639,403 $11,048,679 
$ 7,500,000 $ — 
$ 4,338,115 SEZ OOo 
$ = $12,505,800 
6,000,000 6,000,000 
$ 6,000,000 $18,505,800 
Spree eekeo) CMeH Wows 
ee Z,000 $14,687,805 
O01 8,/219 4,197,910 
$ 9,760,284 $18,885,715 
SoZ 0U2 210 


Consolidated 
Statement of 
Changes in 
Financial 
Position 


ADVOCATE MINES LIMITED 


FORME YEAR ENDEDSDECEMBE EReSh ioe 
(with comparative figures for 1975) 


FUNDS WERE PROVIDED BY: 


Net earnings 


Add: Expenses not requiring an outlay of funds: 


Depreciation 
Amortization 


Of mine developmentecOsismia anny ere 


FOSS ON SaleLOt hIXGGRASS Cis aetna a ear omen a 


Deferred income taxes 
On earnings before extraordinary item............... 


Reduction applicable to extraordinary item. .......... 
Provided from ODelatlOm Sassen mmm nn ne 
Reduction of advance to school boards. 2)... --... «+... 
Proceeds. on Sale Of TixXeGtaSSe isa emcee nen aries sneer nee 
Long térm: debt see. a ee ea ee era 


FUNDS WERE USED FOR: 

Purchase ot tixed’eSse tsi oi: eamae 5 rie i en) ieee to rear 
Preference dividends ss). sien. eae ene eer 
Common dividends. saeese re en eee 
Redemption. of preference Snares! =e een ee 
Current portion-oflongetennns le bt <a cae nae eee 


Increase (decrease) in working capital, 4. 5 9 eeass eee 
Working capital) beginning@ot penodsisan.) sear 
Working capital; end of period. = rete en 


1976 
$ 4,429,130 


970,000 
115,000 
290,248 


1,733,834 
(153,600) 


$ 7,384,612 


401,238 
17,246 
10,000,000 
$17,803,096 


S 1,268,629 
962,761 
486,000 

12,505,800 

2,500,000 
$17,323,190 

S 47/9906 

3,227,447 

$ 3,707,353 


1975 


$ 709,247 


850,000 
115,000 
7,391 


732,333 
(175,152) 
2,238,819 
457,898 
3,593 


n 


$ 2,700,310 


$ 665,845 
623,511 
450,000 

1,350,000 

5 3,089,356 

$ (389,046) 
3,616,493 

$ 3,227,447 


Notes to 
Consolidated 
Financial 
Statements 


ADVOCATE MINES LIMITED 


DECEMBER SIE 1976 


1 


ACCOUNTING POLICIES 

The accounting policies of the Company are in accordance with generally accepted 
accounting principles and their basis of application is consistent with that of the previous 
year except as set out In paragraph (f) below. Outlined below are those policies con- 
sidered particularly significant. 


(a) 


(b) 


(e) 


(f) 


Consolidation 

The consolidated financial statements combine the accounts of the Company with 

those of its wholly owned subsidiary, Advocate Concessions Exploration Company 

Limited. 

Determination of Income and Valuation of /nventories 

The determination of income based on value of production is considered appro- 

priate because 

(i) annual fibre production is covered by sales commitments; 

(11) annual sales could vary depending upon the length of shipping season and 
availability of vessels. 

Accordingly, the fibre inventory is valued at net realizable value determined by using 

net selling price at the end of the year and the value of production is determined by 

using average net selling prices throughout the year. 

Fixed Assets 

Fixed assets are stated at acquisition cost. Depreciation expense of $970,000 

(1975 — $850,000) was provided for the year on a straight-line basis, using the 

lesser of the expected life of the asset or the mine life. Based on ore reserves and 

Current production, the mine life is approximately 22 years from 1976. 

The Company leases various types of mine equipment with terms which approximate 

their estimated useful life and with options to purchase. The lease expense for 

1976 was $1,814,662 (1975 — $986,400). 

Mine Development Costs 

All costs incurred in developing and placing the mine in production have been 

capitalized. The annual amortization of these costs is $115,000 and Is based on ore 

reserves and tons mined. 

/ncome Taxes 

The Company follows the tax allocation method of accounting with respect to all 

timing differences between reported net Income and taxable income. Although the 

method has been in effect for many years with respect to Federal and Provincial 

income taxes, it was introduced for the first time in 1976 for Provincial mining taxes. 

The reasons for the change and the effect on the accounts are set out in paragraph 

(f) below. 

The deferred taxes on these timing differences pertain to the following: 

(1) the adjustment of the fibre inventory valuation to the lower of cost and net 
realizable value for income tax purposes; 

(li) excess depreciation on fixed assets as recorded in the accounts over the 
amount claimed for income tax purposes; 

(111) excess amortization of mine development costs as claimed for income tax 
purposes over the amount recorded in the accounts. 

Change in Accounting Policy 

In prior years the Company treated the payment of mining taxes as an Operating 

expense. However, as a result of recent amendments to the Federal Income Tax 

Act, and the new Newfoundland Mining and Mineral Rights Tax Act, mining taxes 

are now more in the nature of a tax On Income and accordingly should be treated as 

such in the accounts. 

In 1976 the Company therefore adopted on a retroactive basis, full tax allocation 

accounting for mining taxes. Under this method, the Company makes full provision 

for mining taxes deferred as a result of claiming for mining tax purposes certain 

costs in excess of the amounts expensed in the accounts. The effect of this change 

in accounting policy was to decrease retained earnings at the beginning of the year 

by $775,000 and increase the liability for deferred tax by the same amount. 


MINING PROPERTIES AND RIGHTS 

The Company holds 

(a) Two 50 year mining leases covering 623 acres expiring in the years 2014 and 2019 
respectively where the Company is carrying on Its present mining Operations. 

(b) One development license covering two square miles which expires on June 4, 1979. 


(c) One development license covering three square miles, expiring on June 4, 1979 held 
subject to a 20% non assessable undivided interest to others in any asbestos minerals 
discovered therein and reserving to Advocate a 20% non assessable undivided 
interest in any minerals other than asbestos discovered therein. 


(d) A 20% interest in the net profits (as defined) from all mining operations carried on 
by Consolidated Rambler Mines Limited on two 21 year mining leases (previously 
eight mining claims), after recovery of all exploration and preproduction expenses 
incurred by that company. In 1976 production of copper concentrate from this 
property, known as the Ming Extension, was relatively small and no income accrued 
to Advocate. 


(e) Three development licenses, covering thirty square miles and expiring on June 4, 
1979, and twenty-eight mining claims all held under an agreement with Selco 
Mining Corporation Limited under which Advocate has a 72% non assessable un- 
divided interest in the mining property and a right to a further 5% undivided interest 
upon paying 5% of the cost of bringing any designated mine into production. 


(f) In 1976 Consolidated Rambler Mines Limited terminated the agreement with respect 
to 48 mining claims in which Advocate had a 10% interest In the net proceeds from 
future operations. The claims were allowed to lapse as no mineralization of economic 
value was found. 


REASSESSMENT OF FEDERAL INCOME TAXES 


Revenue Canada had issued reassessments for all taxation years to 1969 and had treated 
development expenses of $4.3 million incurred in the tax exempt period 1963-66 as cur- 
rent operating expenses of those years. 


Early in 1977 a settlement was reached with Revenue Canada and it has now recognized 
$3.2 million as development expenses properly deductible from ncome in taxation years 
subsequent to 1966. Additional depreciation, depletion and deductible donations have 
been claimed in 1969 to offset the disallowance of $1.1 million. 


The liability for deferred income taxes has been increased by $438,000 as a result of the 
settlement with a corresponding charge to retained earnings as a prior period adjustment. 


BANK LOAN AND CREDITS 


The bank operating loan, bank term credit and bankers’ acceptances credit are secured 
by a debenture dated November 15, 1976 in the total amount of $22,000,000, registered 
in the name of the Canadian Imperial Bank of Commerce and the Bank of Nova Scotia 
constituting a first floating charge on all the Company’s undertaking, property and assets. 
The bank operating loan is repayable on demand and Is subject to annual review. Interest 
is payable at the banks’ minimum lending rates plus 4% of 1% per annum. 


The bank term credit and the bankers’ acceptances credit are repayable at $2.5 million per 
annum with final payment due December 31, 1980 and with provision for prepayment of 
any instalment. Interest is payable on the bank term credit at the banks’ minimum lending 
rate plus 1/44% per annum. The interest payable and the service fee on the bankers’ ac- 
ceptances credit shall be the current rate in effect from time to time. 

If at any time no market exists for bankers’ acceptances so that Advocate is unable to issue 
bankers’ acceptances, the amount of such bankers’ acceptances shall be advanced by the 
banks to Advocate under the bank term credit and thereafter shall be treated in all res- 
pects as an advance under the bank term credit. 


The detail of the outstanding amount as shown on the balance sheet is 


Bank. termiered(t = Seema aai ee ener ame mer eee en ae oe pe $ 5,000,000 
Bankers: acceptance ceve recite ae aman tn anim mre arma army cee re 5,000,000 
$10,000,000 


Instalment due December 31, 1977 and shown as a 
CUNFENT ability sai te nen ace ee eee manera oe eae a en 2,500,000 


$ 7,500,000 


Auditor’s 
Report to the 
Shareholders 


J ene DEMEMON OE PREFERENCE SHARES 


On December 2, 1976 the shareholders approved an amendment to the Financing Agree- 
ment dated September 28, 1958, to permit the company to redeem the preference shares 
and declare dividends subject only to a provision for working capital and additions to 
plant and equipment. 


On December 31, 1976 the Company redeemed all the 125,058 outstanding preference 
shares. 


6. LONG-TERM LEASES 
The Company is obligated in respect of long-term leases for mine equipment with expiry 


dates extending until 1984. The aggregate liability over the balance of the term of the 
leases is $10,835,983 of which $2,016,454 is applicable in 1977. 


7. REMUNERATION OF DIRECTORS AND OFFICERS 


The aggregate paid to the directors and the five highest paid employees of the Company 
for 1976 was $155,466 (1975 — $126,200). 


We have examined the consolidated balance sheet of ADVOCATE MINES LIMITED as at 
December 31, 1976 and the consolidated statements of earnings, retained earnings and 
changes in financial position for the year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of 
the company as at December 31, 1976 and the results of its operations and the changes In its 
financial position for the year then ended in accordance with generally accepted accounting 
principles applied, after giving retroactive effect to the change to the tax allocation basis of 
accounting for mining taxes as explained in Note 1(f), on a basis consistent with that of the 
preceding year. 


Toronto, Ontario, | 


February 11, 1977 Chartered Accountants 


Five Year Financial Summary 


FOR THE YEAR (in thousands) 

Valles GT tires nO CC Cian ame as a= a meena 
OperatinGuCOStS asthe tect e ieee eee 
Amortization and depreciation. .......... 
EXplOra tioned meee rere oer Gage ne 
INtereSiteae cee eek cpten VRE py > ine oe eee 
Giftators ChOODOdiCie ee nats ee ere 
Provision for income and mining taxes.... . 


INGUI CONTEC seek araciht ae reo ee ems ae ae 
Provision for cumulative preference dividend 
Net income for common shareholders. ... . 
PemSharen be. 3-7 test one eres iene ee eee 
PURCSICCTEra ted hg aks charter pu ene sme 
POR Share seamen tore fae hoe Schr ene een re ae 


Funds applied 

Preference diViGenc aint: mnae ete en yee 
COMMMOM CIVIC SI Clee team eee 
Redemption of preference shares. ....... 
FIXed=aSS6ts sea cc) aeans bern ae ee ee 


AT THE YEAR END (in thousands) 

VVOLKkiinG Catal tee ene. eee 
FIXEC ‘ASSCTSi sick treed, 5 eee eee 
Preproduction and mine development..... 
OTHER aSSEtS ra nceree ce er a ae 


kesss long-term debt... eee eer 
Resssdetenmed’tdxesSiGl eens. ccna mena 


iotal-shareholdersequity25. 4. a eee ee 
Preference shares, par value............ 


Common shares, book value — total. ..... 
Common shares, book value per share(1).. . 


PRODUCTION 

Fibre produced (ions)sA- 25.55.00 e yee 
PANS 20 ane Pe, Oe 0G Ac2 

Material mined (thousands of tons) 


VVaSTer Oz OF; Fa llOsue aa. seme eee aan ee 
RECOVEY: IFOmbOreschuSMed:s) ean): eae 
Ore reserves (thousands of tons) 


1376 


$31,790 
22,410 
1 OX8x8) 
76 


WES) 


22 1,309 
18,136 
965 


2.85% 
50,091 


1974 


$18,249 
14,149 
965 


713,227 
6,759 


2,376 
7,446 
9,822 
Slot 
39 3% 
51,415 


TLS 
$15,125 
12,801 
1,085 


131 


72 


$12,700 
TAG229 
17350 


85 


ps 
ie) 


67,175 
6,020 


2,486 
6,908 
9,394 
fa Titer 
3.15% 
94,846 


(1) 1975 and prior years are restated to give retroactive effect to full tax allocation accounting for mining taxes and the settlement of 


federal income tax reassessments for 1968 and 1969. 
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Advocate Mines Limited 


Consolidated Financial Summary 
For Six Months — Estimated 


Statement of Earnings 1976 1975 
(000’s) — (000’s) 


Revenue 

Value of fibre produced $17,504 $ 9,888 
Expenses 

Mining, milling & general 10,962 8,241 
Interest 125 11 
Amortization of mine development costs 60 60 
Depreciation 480 420 


11,627 8,792 
Earnings before taxes and extraordinary item 5,877 1,096 
Provision for taxes including 


$2,080,000 deferred ($242,000 in 1975) 3,135 416 
Net earnings before extraordinary item 2,742 680 
Extraordinary Item 
Capital gift to school boards 

net of applicable tax reduction of 

$153,000 ($174,000 in 1975) 251 286 
Net earnings $2,491 $ 394 


Net earnings per share before extra- 
ordinary item of $251,000 ($286,000 
in 1975) and after provision for 
preference dividend of $281,000 
($312,000 in 1975) 41.0¢ 6.1¢ 


Net earnings per share after provision 
for extraordinary item and preference 
dividend as above 36.8¢ 1.4¢ 


Statement of Changes in Financial Position 


Funds provided by: 
Net earnings $2,491 $ 394 
Add: Amortization of mine development costs 60 60 
Depreciation 480 420 
Provision for deferred income tax 2,080 242 
Loss on fixed assets sold 80 9 
5,191 1,125 
Proceeds on sale of fixed assets 17 1 
Reduction in advance to school boards 401 457 
5,609 1,583 


1976 1975 
(000’s)  (000’s) 
Funds used too: 


Purchase fixed assets 500 299° 
Increase in working capital 5,109 1,284 
Working capital, beginning of year 3,227 3,616 
Working capital, June 30, 1976 $ 8,336 $ 4,900 
Financial 


Net earnings for the first six months were $2,491,508 after pro- 
vision for tax ($3,134,839 of which $2,079,643 was deferred 
tax) and an extraordinary write-off of $250,610 relating to 
school board notes held by your Company, and before provision 
for preference share dividends of $281,000. In 1974 compara- 
tive net earnings were $394,000. 


The outlook for the balance of the year is satisfactory. 


Production Six Months Ended 
June 30 
19761978 
Ore crushed (tons) 993,300 1,239,500 
Fibre produced (tons) 45,266 33,315 
Percent recovery from ore crushed 4.56% 2.69% 
Fibre shipped (tons) 50,825 26,070 


Waste to ore ratio for the first six months was 4.08:1 (3.28:1 in 
1975) 


On behalf of the Board of Directors 


SKE Cea 


Chairman of the Board and President. 


Toronto, Ontario 
August 20, 1976 


